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PREFACE. 


The  questions  which  are  brought  forward  in  this 
short  treatise  are  at  the  present  moment  much 
discussed  in  the  legal  as  well  as  the  commercial 

world. 

The  fact  that  a measure  referring  to  the  prin- 
cipal object  of  these  pages  was  only  defeated  by 
a very  narrov/  majority  in  the  House  of  Lords 
last  year,  and  that  a similar  Bill  will,  I under- 
stand, be  brought  forward  in  the  present  Session, 
will,  I trust,  be  some  excuse  for  my  thus  ven- 
turing to  trespass  on  public  attention. 

LOFTUS  FITZ-WYGEAM. 
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5,  King’s  Bench  Walk,  Temple, 
Januanj,  18C7. 


THE  REDUCTION 


OF  THE. 

NOMINAL  CAPITAL  OF  COMPANIES. 


The  principle  of  limited  liability  may  be  regarded 
as  established,  and,  as  the  late  Parliamentary 
Eeturns  of  Joint  Stock  Companies  include,  I be- 
lieve, only  seven  which  are  registered  as  “ unli- 
mited,” the  probability  is,  that  few  such  Companies 
will  be  formed  hereafter  except  on  that  basis. 

Where  legislation  on  a new  and  important 
subject  is  comprised  in  a single  Act,  as  is  the 
case  with  “The  Companies  Act,  1862,”  it  is 
hardly  possible  that  an  Act,  however  ably  framed, 
must  not  be  susceptible  of  some  improvement, 
or  that  some  mistaken  view  must  not  be  taken 
therein,  or  some  casus  omissus  arise.  But  the 
defects  which  undoubtedly  exist  are  defects  more 
in  the  carrying  out  of  the  principle  than  in  the 
principle  itself. 

The  object  of  these  pages  is  to  suggest  an 
amendment  of  the  12th  section  of  the  Act  of 

1862. 
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We  are  all,  as  the  public,  now  familiar — per- 
haps too  familiar — with  the  form  of  a Prospectus, 
with  the  array  of  names  of  Directors,  and  the 
assurances  of  the  certainty  of  the  success  of  the 
undertaking,  and  the  well-known  reference  to  “the 
Articles  of  Association  to  he  seen  at  office  of  the 
Solicitor  of  the  Company.”  Attention,  however,  is 
rarely  specially  invited  to  the  Memorandum  of 
Association,  the  true  basis  of  the  intents  of  the 
Company,  and  of  which  the  Articles  are  but  the 
amplification,  and  to  which  they  are  in  law  sub- 
servient ; for  it  cannot  be  too  earnestly  borne 
in  mind  that  Ai'ticles  of  Association,  however 
wide  and  extensive,  cannot  confer  power  to  do 
any  acts,  or  justify  the  pursuit  of  any  business  not 
included  in  or  incidental  to  the  Memorandum  of 
Association. 

Now,  by  the  8th  section  of  the  Act,  which  runs  as 
given  below,*  it  will  be  seen  that  the  Promoters  of 


*VIII.  Where  a Company  is  formed  on  the  principle  of 
having  the  liability  of  its  Members  limited  to  the  amount  unpaid 
on  their  Shares,  hereinafter  referred  to  as  a Company  limited  by 
Shares,  the  Memorandum  of  Association  shall  contain  the 
following  things^  that  is  to  say, — 


(1.)  The  name  of  the  proposed  Company,  with  the  addition 
of  the  word  limited/’  as  the  last  word  in  such  name. 

(2.)  The  part  of  the  United  Kingdom — whether  JSngland^ 
Scotland,  or  Ireland— m which  the  Registered  Oflace 
of  the  Company  is  proposed  to  be  situate. 

(3.)  The  objects  for  which  the  proposed  Company  is  to  be 
established. 
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any  undertaking  under  the  Act  must,  inter  alia,  de- 
fine the  nominal  amount  of  the  Shares  into  which 
the  capital  of  the  Company  is  to  be  divided,  and 
probably  no  point  ought  to  be  more  anxiously 
weighed.  The  ^nominal  capital  itself  may  be 
small,  or,  as  happily  described  by  Mr.  Dickens, 
“a  figure  of  two  and  as  many  cyphers  as  the 
printer  can  get  into  the  same  line ; ” but  the 
question  still  remains,  into  what  Shares  of  what 
nominal  value  ought  the  capital  to  be  divided  ? 

When  the  Act  first  came  into  operation,  it  was 
more  usual  to  divide  the  capital  of  the  new  Limi- 
ted Liability  Companies  into  Shares  of  large 
amounts,  for  the  reason  principally  that,  when 
they  were  placed  in  good  hands,  the  necessary 
capital  was  more  easily  raised.  Experience  is  now 
in  favour  of  the  opposite  system,  which  affords 
equal  security  to  the  creditor,  and  greater  con- 
venience to  the  Shareholders  and  the  general 
public. 

We  shall  more  easily  imderstand  why  opinion 
has  thus  changed  if  we  take  the  case  of  a Com- 
pany perfectly  sound  in  itself,  but  whose  capital 
was  originally  in  Shares  of  a large  nominal  value. 
What  has  followed  ? As  soon  as  a time  of  finan- 

(4).  A declaration  that  the  liability  of  the  Members  is 
limited. 

(o.)  The  amount  of  capital  with  which  the  Company  pro- 
poses to  be  registered,  divided  into  Shares  of  a certain 
fixed  amount. 
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cial  difficulties  arose,  other  Companies,  based  on 
the  principle  of  large  Shares,  failed,  and  heavy 
calls  were  made.*  The  public  at  once  con- 
ceived an  abhorrence  of  large  Shares,  and  awoke 
to  the  fact  (now  painfully  clear)  that  nominal 
limited  liability  is  in  many  cases  practically  un- 
limited. If,  as  in  a recent  instance,  the  Share- 
holder who  paid  up  J£10  on  each  of  his  ^50  Shares, 
fully  expecting  never  to  he  asked  for  more,  is 
suddenly  called  upon  by  legal  compulsion  to  pay 
at  once  the  remaining  ^40  per  Share,  his  ruin 
(unless  he  be  a capitalist)  is  equally  complete  as 
if  he  were  not  under  the  protecting  shadow  of 

so-called  limited  liability. 

But  the  position  of  the  supposed  Company 
continues  sound,  and  confidence  in  it  would  he 


undiminished  save  for  the  incubus  of  the  nominal 


liability  attached  to  the  holdings.  The  step  to 
be  taken  is  obvious  : the  Directors  say  at  once, 
“ Our  large  nominal  capital  is  not  and  cannot  be 
required ; let  us  assist  our  constituents,  and  as 
we  should  in  due  form  increase  our  capital  had 

I more  been  required,  so  let  us  now  reduce  it  to 

the  amount  which  we  find  will  be  actually 
necessary,  and  in  lieu  of  every  4'60  Share  we  will 
issue  to  the  holder  thereof  a T25  Share.” 

I If,  however,  as  often  happens,  a considerable 

1 

* At  this  present  time  a call  of  £30  per  Share  has  been  made 
by  the  liquidators  of  one  Company,  and  of  £40  per  Share  by 
those  of  another. 
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portion  of  the  nominal  capital  should  be  really 
required  as  each  call  is  made,  the  market  value 
of  the  Shares  sinks,  purchasers  are  not  to  be 
found,  and  the  larger  the  Share  sought  to  be 
transferred,  the  more  cumbrous,  inconvenient, 
and  unnegotiable  it  becomes,  until  in  hard  times 
it  cannot  be  practically  transferred  except  at  a 
ruinous  discount.  The  Directors  again  argue, — 
“ There  is  no  market  for  our  T50  Shares ; let  us 
issue  five  Shares  of  TIO  each,  with  a proportionate 
amount  marked  as  paid  thereon,  for  each  ^50 
Share.  Where  an  intending  transferor  cannot  find 
one  purchaser  of  a ^50  Share,  he  will  probably 
find  five  purchasers  each  of  a £10  Share  ; we  will 
call  in  the  old  £50  Shares,  and  exchange  them 
each  for  five  £10  Shares.  The  aggregate  amount 
of  the  capital  of  our  Company  will  be  the  same 
for  the  security  of  creditors,  and  our  Shareholders 
will  possess  Shares  more  easily  transferable.” 

Both  these  schemes,  however,  viz., — 

1.  The  reduction  of  nominal  Capital. 

2.  The  reduction  of  nominal  amount  of  Shares, 
although  apparently  very  practical  and  simple  in 
themselves,  cannot  be  carried  into  effect,  and  for 
this  reason,  that  the  Act  of  1862  here  intervenes. 
The  course  proposed  may  be,  and  is  in  fact,  fair, 
simple,  and  just,  but  it  is  not  included  in,  and 
therefore  is  contrary  to,  the  provisions  of  the 
12th  section,  which  bestows  only  the  following 
powers : — 
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XII.  Any  Company  limited  by  Shares  may  so  far  modify 
the  conditions  contained  in  its  Memorandum  of  Association,  if 
authorized  to  do  so  by  its  regulations,  as  originally  framed,  or  as 
altered  by  Special  Kesolutioii,  in  manner  hereinafter  mentioned, 
as  to  increase  its  Capital,  by  the  issue  of  new  Shares,  of  such 
amount  as  it  thinks  expedient,  or  to  consolidate  and  divide  its 
Capital  into  Shares  of  larger  amount  than  its  existing  Shares, 
or  to  convert  its  paid-up  Shares  into  Stock ; but,  save  as  afore- 
said, and  save  as  hereinafter  provided,  in  the  case  of  a change 
of  name,  no  alteration  shall  be  made  by  any  Company  in  the 
conditions  contained  in  its  Memoi’andum  of  Association. 

Some  have  supj)Osed  the  powers  of  this  section 
to  be  extended  by  the  50th  section  of  the  Act. 
But  it  is  clear  by  the  words,  “ Subject  to  the 
powers,”  &c.,  that  the  powers  contained  in  the 
last-mentioned  section  are  limited  to  those  sanc- 
tioned by  the  12th  section. 

There  are  but  two  ways  of  doing  that  which  is 
forbidden  by  law — 

1.  By  private  legislation. 

2.  By  altering  the  general  law  on  the  subject. 

The  necessity  of  diminishing  the  nominal 

amount  of  Shares  was  experienced  long  before  the 
recent  commercial  panic,  and  from  time  to  time, 
with  that  view,  Private  Bills  were  deposited  for 
the  purposes  of  individual  Companies.  As  far  as 
my  recollection  serves  me,  only  one  of  these  Bills, 
and  that  under  very  exceptional  circumstances, 
ever  passed  into  a law.  I do  not  remember  if 
any  Bill  ever  came  to  a formal  discussion  in  either 
House,  but  my  impression  is,  that  all  were  with- 
drawn, it  being  understood  that  the  Chairman  of 
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Committees  of  the  House  of  Lords  refused  his 
assent  in  each  case.  At  the  same  time  it  is  right 
to  state  that  his  Lordship  was  not,  I believe, 
opposed  to  the  principle  involved  in  such  bills, 
but  only  objected  to  exceptional  legislation  in 
particular  instances. 

The  private  redress  for  particular  grievances — 
although  it  was  owing  to  the  notices  to  be  given, 
and  the  expenses  to  be  incurred,  both  tedious  and 
costly — having  thus  failed,  many  applications  were 
made  to  the  then  Board  of  Trade,  to  introduce  a 
general  measure  on  the  subject.  These  applica- 
tions were  favourably  received  by  the  then  Pre- 
sident, and  the  Companies  who  had  given  notice 
of  Private  Bills  last  Session  were  informed  that 
steps  would  be  taken  for  the  passing  of  a Public 
Act.  Finally  a Bill  was  brought  in  intituled, 
“ The  Companies  Act  (1862)  Amendment  Act.” 
This  measure  ran  thus  : — 

A BILL  TO  AMEND  THE  COMPANIES  ACT,  1862. 

Be  it  enacted  by  the  Queen’s  most  Excellent  Majesty,  by  and 
■with  the  Advice  and  Consent  of  the  Lords  Spiritual  and  Tem- 
poral, and  Commons,  in  this  present  Parliament  assembled,  and 
by  the  Authority  of  the  same,  as  follows  : — 

1.  In  addition  to  the  Powers  conferred  by  Section 
Twelve  of  The  Companies  Act,  1862,  on  a Company  limited  by 
Shares  to  modify  to  the  extent  therein  mentioned  the  Con- 
ditions contained  in  its  Memorandum  of  Association,  any 
Company  limited  by  Shares  (incoi-porated  either  before  or  after 
the  passing  of  this  Act)  may  so  far  modify  the  Conditions 
contained  in  its  Memorandum  of  Association,  if  authorized  to 
do  so  by  its  Regulations  as  originally  framed  or  as  altered  by 
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Special  Resolution  in  manner  in  the  said  Act  provided,  as  to 
divide  its  Capital  or  any  Part  thereof  into  Shares  of  a less 
Amount  than  that  fixed  in  the  Memorandum  of  Association, 
hut  not  of  a less  Amount  in  any  Case  than  Tm  Pounds,  and 
may  for  that  Purpose  subdivide  its  several  existing  Shares,  or 
any  of  them,  into  Two  or  more  Shares,  but  so  that  any  Share 
created  by  such  Subdivision  be  not  in  any  Case  of  a less 
Amount  than  Ten  Pounds. 

2.  Every  Company  that  alters  the  Division  of  its  Capital 
under  the  Authoi’ity  of  this  Act  shall  give  notice  of  such 
Alteration  to  the  Registrar  of  Joint  Stock  Companies. 

3.  The  Subdivision  of  an  existing  Share,  under  the  Authority 
of  this  Act,  shall  not  operate  to  relieve  a Member  of  the  Com- 
pany from  any  Liability  to  which  he  was  subject  in  respect  of 
that  Share  before  its  Subdivision. 

4.  This  Act  shall  be  construed  as  One  Act  with  The 
Companies  Act,  1862,  and  may  be  cited  as  The  Companies 
Act  Amendment  Act,  1866. 

This  Bill,  brought  iu  as  a Government  measure, 
passed  through  all  its  stages  in  the  House  of 
Commons  without  any  serious  dispute,  and  having 
been  read  according  to  custom  a first  time  in  the 
House  of  Lords,  came  on  for  the  second  reading 
thereof  on  the  8th  day  of  June,  1866. 

It  might  have  been  fairly  expected  that  a 
Government  measure  which  had  passed  without  a 
division  through  the  House  of  Commons,  and  with 
which  inanv  Members  of  that  House  were  practi- 
cally  conversant,  and  more  especially  as  the  second 
reading  was  moved  and  the  general  principle  of  the 
Bill  was  approved  by  the  Chairman  of  Committees, 
(perhaps  the  highest  living  authority  on  legislation 
relating  to  Companies.)  would  have  met  with  but 
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; I little  opposition.  Lord  Redesdale  was,  however, 

1/  followed  by  Lord  Overstone,  who  “ contended  that 

j the  returns  obtained  by  himself  in  two  former  years 

(,  showed  a great  increase  in  the  number  of  Shares 

in  Companies  in  existence ; that  the  Bill  would  tend 
to  the  further  multiplication  thereof ; that  many 
I commercial  failures  were  daily  occurring  ; that  by 

I)  any  such  increase  of  the  number  of  Shares  more 

I and  more  persons  would  be  affected  by  any  such 

I subsequent  failures  ; that  small  Shares  would  but 

allure  people  of  humble  means  to  embark  in 
speculations  leading  to  a like  disastrous  result ; 
and  who  finally  implored  their  Lordships  “ not  to 
give  additional  liberty  or  further  existence  to  a 
system  (t.e.,  limited  liability)  fraught  with  such 

' dangerous  failures.” 

His  Lordship  was  answered  by  Lord  Stanley  of 
^ Alderley,  who  justly  observed  that  “ Lord  Over- 

i stone’s  speech  was  simply  that  of  an  opponent  of 

limited  liability  ah  initio,  without  reference  to  the 
' Bill  in  question ; that  the  failures  alluded  to  by  him 

) were  not  brought  about  by  limited  liability ; and 

||  that  even  if  a Company  failed,  the  creditors  thereof 

would  be  better  secured  by  having  as  their  debtors 
10  Shareholders  each  of  a ^ 10  Share,  than  one 
I such  of  a TlOO  Share.” 

The  debate  was  continued  by  Earl  Grey  and 
’ Lord  Teynham  respectively,  against  and  for  the 

measure,  and  on  the  division  the  Bill  was  lost  by 


w 
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a majority  of  three,  the  immhers  being  seventeen 
to  fourteen. 

There  are  hut  few  of  Lord  Overstone’s  observa- 
tions that  might  not  be  questioned,  if  the  case  is, 
as  it  should  he,  viewed  and  argued  on  public 
grounds.  If  the  basis  of  smaller  Shares  (not  under 
j610)  is,  as  remarked  by  a recent  writer  on  the  sub- 
ject, quite  as  secure  as  the  narrower  one  of  larger 
Shares,  and  if  it  be  advisable,  of  which  there  has 
been  no  question,  not  to  exclude  the  middle  classes 
from  investing  their  savings  in  Joint  Stock  Compa- 
nies, there  can  be  no  doubt  that  the  Shares  should 
be  so  framed  that  they  may  be  at  once  within  the 
reach  and  suitable  to  the  circumstances  of  this 
class  of  investors.  The  Joint  Stock  system,  in  the 
present  gigantic  state  of  mercantile  operations,  pre- 
vents what  may  be  termed  the  middle  classes  of 
commerce  from  being  out-bought,  out-sold,  and 
out-financed  by  the  great  capitalists.  And  to  the 
Joint  Stock  system  limited  liability  is  a necessary, 
an  imperatively  necessary,  adjunct  and  accessory. 

The  consequences  of  this  vote  of  the  House  of 
Lords  were  soon  visible  : the  existing  depres- 
sion of  Companies  was  enhanced ; Shares  in 
sound  and  unsound  undertakings  became  equally 
unsaleable,  the  promises  of  the  Government  had 
not  been  realized,  and  Companies  were  driven 
to  do  for  themselves,  in  a costly,  roundabout, 
and  inconvenient  way,  that  which  they  had 
trusted  to  Parliament  to  enable  them  to  effect 
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by  an  easy  and  inexpensive  process.  Various 
and  complex  were  the  schemes  that  ensued.  Some 
Companies  dissolved,  liquidated  their  affairs,  and 
then  obtained  certificates  of  incorporation,  under 
slightly  varying  names,  with  a capital  divided  into 
Shares  of  less  nominal  value ; and  this  is  now  the 
usual  course.  A Company  winds  itself  up,  and  trans- 
fers its  business  to  a newly-formed  undertaking, 
which  is,  in  fact,  but  the  old  Company  itself,  with 
the  desired  changes  effected  in  the  constitution 
thereof.  Some  have  pursued  the  beaten  track  of 
private  legislation,  and  given  notice  to  deposit 
Bills  for  the  coming  Session.  Some  have  availed 
themselves  of  powers  in  their  Articles  of  Associa- 
tion to  accept  surrenders  of  Shares,  and  then  re- 
issued the  same,  sub-divided,  as  new  Shares. 

This  is  the  state  of  things  at  this  moment. 
Where  reforms  of  any  Act  are  imperatively  re- 
quired, legal  ingenuity  will  always  find  a way, 
roundabout  it  mav  and  must  be,  but  still  a wav  to 
do  indirectly  that  which  an  accidental  omission  m 
the  Act  forbids  to  be  done  directly. 

But  why  is  this  ingenuity  required  ? Simply 
because  the  wording  of  the  12th  section  stands  in 
the  way,  and,  while  commercial  sense  and  public 
feeling  point  out  the  course  to  be  pursued,  prevents 
its  adoption.  Those  interested  in  the  change  pro- 
posed, and  they  are  nearly  the  whole  investing 
public,  can  only  hope  that,  even  amid  the  throes 
of  political  reform  and  the  intricacies  of  railway 
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debenture  legislation,  the  Bill  of  last  year  may  be 
again  brought  forward  meliorihm  opto  auspiciis,  and 
that  it  may  not  be  again  interdicted  to  do,  generally 
and  simply,  that  which  individual  Companies  now 
effect  in  tortuous  and  complex  fashion.  By  such 
a measure  alone  can  the  commercial  status  of 

many  Companies  be  restored. 

Thus  far  we  have  only  advocated  that  which  w^as 
contained  in  the  Government  Bill  of  last  year.  May 
we  advance  further,  and  hope  the  Bill  of  the  pend- 
ing Session  may  include  not  only  the  reduction  of 
the  nominal  value  of  Shares,  but  also  the  reduction 
of  the  nominal  capital  of  Companies.  Here  I am 
aware  that  I am  treading  on  somewhat  doubtful 
ground,  and  am  free  to  confess  that  to  such  reduc- 
tion it  may  be  necessary  that  the  consent  of  the 
Board  of  Trade  may  be  required  in  each  particular 
instance.  But  application  to  and  the  assent  of 
that  Board,  after  due  inquiry,  would  be  a sufficient 
guarantee  to  the  creditors.  I should  also  recom- 
mend that  notice  of  any  such  application  should 
be  obliged  to  be  served  on  each  individual  creditor, 
by  the  usual  advertisements,  and  that  every  creditor 
should  be  at  liberty  to  appear  in  opposition. 

I venture  to  add  a few  remarks  on  the  existing 
system  of  registration  of  Shares.  The  object  of 
registering  each  Share  in  a particular  name  is 

two -fold : — 

1st.  To  enable  the  Company  to  know  who  is 
responsible  to  them  for  the  unpaid 
amount  on  each  Share. 
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2ndly.  To  enable  those  interested  as  creditors 
or  otherwise  in  the  Company  to  see  at  a 
glance  the  constituent  body  with  whom 
! they  have  dealings. 

' So  long  as  hability  is  still  attached  to  the 

Shares,  this  system  of  registration  works  well, 
and,  I may  venture  to  say,  is  necessary.  But  a 
time  arises  (and  very  early  in  some  Companies, 
where  Shares,  or  a considerable  portion  thereof, 
are  permitted  to  be  paid  up  in  full)  when  this 
liabihty  ceases,  or  practically  ceases,  to  exist. 
Wlien  this  is  so,  the  object  of  registration  is  ful- 
filled ; the  Company  cease  to  have  an  interest,  as 
far  as  further  demands  on  those  Shares  are  con- 
cerned ; the  creditors  of  the  Company  care  but 
little  in  whose  names  the  Shares  stand,  for  even 
the  highest  names  are  but  of  trivial  moment 
when  those  names  are  no  longer  responsible. 

But  although  the  objects  of  registration  in  a 
particular  name  thus  cease  to  exist,  still  in  this 
I country  the  transfer  of  a fully  paid-up  Share 

4 remains  fenced  around  with  the  self-same  legal 

j formalities  as  were  attached  to  such  Share  before 

it  became  fully  paid-up.  Yet  the  object  and  aim 
of  those  formalities  is  gone ; it  is  a matter  of  total 
indifference  to  the  creditors  of  a Company,  and  to 
the  Company  itself,  whether  the  Share  is  registered 
in  any  particular  name,  or  if,  indeed,  it  is  registered 
at  all,  but  still  the  same  ceremonies  must  be  gone 
through  on  each  successive  transfer  as  if  the 
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original  amount  of  liability  remained  attached 
thereto.  In  other  words,  whether  the  Share  is 
burdened  with  the  whole  w’eight  of  its  original 
liability,  or  whether  all  such  is  discharged,  it  can- 
not be  transferred  except  by  deed  and  registration. 
On  the  Continent  Shares  paid-up  in  full,  and  I 
beheve  also  Shares  marked  with  a certain  amount 
as  paid,  pass  from  hand  to  hand  by  delivery,  oi 
as  it  is  technically  termed,  as  “ Shares  to  bearer.” 
Here  alone  it  is  otherwise.  I am  here  in  this  place 
hound  to  anticipate  an  objection  which  will  probably 
be  made,  that,  as  at  present,  every  transfer  deed 
ought  to  bear  an  ad  valorem  stamp  according  to  the 
amount  of  the  consideration  expressed  on  the  face 
of  the  deed,  the  Government  would  lose  such  duty  if 
the  existing  system  of  transfer  was  abolished  in  the 
case  of  fully  paid-up  Shares.  I might  fairly  con- 
tend that  although  it  is  enacted  that  the  considera- 
tion in  a transfer  deed  should  he  ‘ ‘ truly  stated, 
the  Act  for  that  purpose  is  really  too  often  rendered 
ineffectual  by  the,  I regret  to  say,  gi-owing  practice 
of  transferring  even  very  large  amounts  of  Shares 
for  a mere  nominal  consideration,  and  thus  practi- 
caUy  evading  the  stamp  duty  on  the  price  really  as 
between  the  transferor  and  transferee  received  and 
given.  In  lieu,  however,  of  advancing  any  such 
argument,  I would  venture  to  suggest  that  some 
such  course  as  that  sanctioned  by  the  16  & 17 
Viet.,  c.  59,  sect.  14,  “with  respect  to  bonds  of 
certain  public  Companies,”  and  of  which  section 
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here  give  a summary,  might  be  usefully  adopted, 
and  would  be  found  advantageous  to  the  public  and 
not  detrimental  to  the  revenue.* 

It  will  be  remembered  that  not  long  ago  Parlia- 
ment, on  the  motion  of  Mr.  Gladstone,  sanctioned 
the  issue  of  certificates  to  bearer  with  respect  to 
stock  in  the  Public  Funds ; and  it  is  submitted 
that  somewhat  similar  certificates  might  with 
safety  and  advantage  be  allowed  to  be  issued  with 
regard  to  stock  of  Companies,  and  also  as  to  fully 
paid-up  Shares,  which  are  but  a species  of  stock, 
and  may,  by  the  Act  of  1862,  be  at  any  time  con- 
solidated into  actual  stock. 

Whether  we  might  not  also  imitate  our  Con- 
tinental neighbours,  and  attach  Coupons  (either 
blank,  or  of  fixed  amount,  to  Shares,  is  a further 
question,  and  forms  part  of  the  system  of  “ Shares 
to  bearer”  advocated  above. 

Another  reason,  I think,  for  allowing  fully  paid- 
up  Shares  to  pass  by  delivery  alone  is,  that  they 
would  attract  the  attention  of  the  large  class 
who,  almost  as  matter  of  principle,  decline  to 
have  any  connection  with  Joint  Stock  Companies. 
Many  persons  shi’iuk  from  a nominal  hability  in 
the  very  safest  concerns ; and  some,  even  where 

* Sect.  14.  The  transfers  of  bonds  and  mortgages  made  by 
public  Companies,  under  Acts  of  Parliament  for  securing  moneys 
authorized  by  such  Acts  to  be  borrowed,  shall  be  exempted  from 
stamp  duty  where  the  bonds  or  mortgages  have  been,  before  any 
transfer  thereof,  stamped  with  quadruple  ad  valorem  duties. 
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the  Shares  are  fully  paid-up,  object  to  the 
appearance  of  their  names  on  the  Register ; 
hut  no  one  "would  object  to  he  the  owner  of 
a fully  paid-up  Share  to  Bearer,  to  which  no 
liability  whatever  attached,  and  which  required 
no  formality  of  transfer  or  of  registration.  The 
most  timid  investor  would  feel  that  he  could 
not  by  any  possibility,  under  these  circum- 
stances, incur  any  loss  beyond  the  sum  given 
by  him  for  the  purchase  of  such  fully  paid-up 
Share,  and  that  he  held  a security  perfect  in 
itself,  in  so  far  as  involving  no  further  risk,  and 
easily  negotiable. 

These  suggestions,  however,  are  perhaps  some- 
what foreign  to  the  original  purposes  of  these 
pages.  My  aim  was  to  show  the  expediency  of 
allowing  Companies  to  reduce  the  nominal  liability 
on  their  Shares  by  a general  and  simple  process, 
and  the  other  points  arose  from  the  discussion  of 
that  subject. 

The  whole  question  of  such  reduction  seems  to 
be  most  fairly  summed  up  in  a few  remarks  kindly 
made  on  these  pages  by  one  of  the  leading 
financiers  of  the  age. 

“ As  the  law  stands,  a Company  started  to-day 
may  register  itself  with  what  Capital  it  likes, 
divided  into  what  Shares  it  pleases.  Why  does  the 
same  law  preclude  Companies  started  before 
experience  was  found  to  be  in  favour  of  small 
Shares  (not  under  ^£10  each)  from  sub-division 


of  the  nominal  amount  of  their  Shares  Either 
the  power  given  by  law  of  dividing  Capital  into 
small  Shares  is  good  and  just,  or  the  reverse.  If 
the  law  which  confers  such  power  on  new  Com- 
panies is  bad,  let  it  be  at  once  repealed  ; if  it  be 
good  and  just,  let  all  Companies  equally  participate 

in  the  advantages  it  confers.” 

These  remarks  seem  to  me  to  embody  the  whole 

question  at  issue. 

It  was  my  intention  to  have  here  inserted  a 
Draft  Bill,  formally  drawn,  and  containing  the 
several  objects  advocated  above.  I understand,  how- 
ever, while  writing  these  observations,  that  the  pre- 
sent Board  of  Trade  intend  to  submit  to  Parliament 
early  in  the  present  Session  a measure  embodying 
several  of  these  points.  I therefore  refrain  fiom 
drawing  that  which  now  rests  in  abler  hands,  but  I 
venture  to  hope  that  the  above  suggestions  may  not 
be  found  altogether  at  variance  with  commercial 
good  sense  and  practical  experience. 


EltisciiAii  Wilson,  Royal  rxchangc. 


